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OATH OR AFFIRMATION

!
L, ARTHUR STELMACK » swear (or affirm) that, to the bestof

my knowledge and belief the acco 1:{mnymg financial statement and supporting schedules pertaining io the firm of
ASHRAT CAPITAL CO as
of December 31 , 2006 , are true and correct, | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classificd solely as that of;a customer, except as follows:

None ‘
|
!
‘ , Signature
| Financial & Operations Principal
| Title '
W\mﬁ g MARILYN F. MERLO
& e\ Commission # 1698680

Notaryﬁallc ﬂ Notary Public - California E

This ceport ** contains (check all applicable baxes):

(2} Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Cash Flows,

(e) Statement of Changes in Stockholders® Equity or Partners' or Sole Proprlctors Capital.

(f) Statement of Changes in Liabifities Subordinated to Claims of Creditors.

{g) Computation Ochl Capital. [

(h) Computation for Détermination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rufe 15¢3-1 and the
Compuration for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition,

] (1) An Qath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(r) Areportdescribing any material inadequacies found to exlst or found to have existed since the date of the previous audit.

BO8 B DEDEDEIE-EE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

|
!
i
!

|
i
|
|
|
[
1
|




1

'SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.
ANNUAL AUDIT REPORT
DATE - DECEMBER 31, 2006
ASHRAF CAPITAL CORP.

201 SOUTH LAKE AVENUE, SUITE 603

PASADENA, CALIFORNIA 91101



CONTENTS

PART 1

Report of Independent Auditor -

Statements of Financial Condition

Statement of Income (Loss)

Statement of Changes in Stockholder’s Equity
Statement of Cash Flows '

Notes to Financial Statements

t
SUIIDPLEMENTARY INFORMATION
|

Computation of Net Capital Pursuant to

Rule 15¢3-1

Schl‘edule of Operating Eﬁpenses‘

I

!

|
PART II

Stat;ement of Internal Control

Lo R R

9-10

11-12



! George Brenner, CPA

| A Professional Corporation

X 10680 W, PICO BOULEVARD, SUITE 260
' LOS ANGELES, CALIFORNIA 90064

; 310/202-6445 - Fax 310/202-6494

|
I

+

REPORT OF INDEPENDENT AUDITOR

Board. of Dlrectors
Ashraf Capital Corp
Pasadena, Cahfomla

I have audited theiaccompanying statement of financial condition of Ashraf Capital Corp. as of
December 31, 2006 and related statements of income (loss), changes in stockholder’s equity and
cash flows for the year then ended. These financial statements are being filed pursuant to Rule
17a-5 of the Secuntles Exchange Act of 1934 and include the supplemental schedule of the net
capital computatlon required by rule 15¢3-1. These financial statements are the responsibility of
Ashraf Capital Corp.’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

!

I conducted my audit in accordance with auditing standards generally accepted in the United i
States of Amerlca Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the .
financial statements. An audit also includes assessing the accounting principles used and :i
significant estimates made by management, as well as evaluating the overall financial statement
presentation. I beliieve that my audit provides a reasonable basis for my opinion. :

In my opinion, such financial statements referred to above present fairly, in all material respects,
the financial condltlon of Ashraf Capital Corp. as of December 31, 2006 and the results of its
operations and cash flows for the year then ended in conformity with gecounting principles
generally accepted in the United States of America. /

|

l Joseph? '. =

Los Angeles, Cali:fomia
February 26, 2007



!
:
|
|

ASHRAF CAPITAL CORP.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS

Cas!h in Bank
Clearing Deposit
Commissions Receivable
Invéstlnent Securities
Office Furnishings and Equipment,
net of Accumulated Depreciation of $50,583
Lease Deposit

!
Total Assets

Liabilities |

LIABILITIES AND STOCKHOLDER’S EQUITY

Bank Loan Payable
Accounts Payable
Commlsswns Payable
Due to Officer

Total Liabilities

Stockholder’s Equity
Cor{lmon stock, no par value,
authonzed 1,000,000 shares,
25 ,000 shares issued and outstanding
Addmonal paid-in capital
Retamed earnings (deficit)

;

Total Stockholder’s Equity

Total Liabilities and Stockholder’s Equfty

2

§ 10,324
111,992
22,541
66,310

0
2,760

213927

$ 55,005
5,919
8,878

232
70,034

25,000
470,000

- (351.107)

_143,893

213,927

See Accompanying Notes to the Financial Statements



i ASHRAF CAPITAL CORP.
| STATEMENT OF INCOME (LOSS)

i
REVENUE
Commissions
: {Loss) on Investments
/ Interest

Total Revenue

L]

OPERATING EXPENSES — See Page 10

(LOSS) BEFORE PROVISION
FOR INCOME TAXES

Income tax provision
State

N
NET INCOME (LOSS)
|

3

YEAR ENDED DECEMBER 31, 2006

$299,951
( 17,328)

5,812

288,435

371,162

( 82,727)

800

$( 83,527)

See Accompanying Notes to the Financial Statements



7 ASHRAF CAPITAL CORP.
STATEMENT OF STOCKHOLDER’S EQUITY.
YEAR ENDED DECEMBER 31, 2006

(Deficit)
Common  Paid-In  Retained Stockholders’
Stock Capital Eamings Equity
Balance January 1, 2006 $25,000 $400,000 $(267,580) $ 157,420
[
Contributions I ' 70,000 70,000
Net Income (Loss) (. 83,527) ( 83,527)
Balance .
December 31, 2006 325,000 $470,000 $(351,107) §143.893

|
|
|
|
|
i

'

See Accompanying Notes to the Financial Statements
4 .



CASH FLOWS FROM OPERATING ACTIVITIES

ASHRAF CAPITAL CORP.

Net Income (Loss)
Depreciation

Adjustments to reconcile net income to net cash
provided by operating activities:

CASH FLOW

CASH FLOW

Clearing deposit
Commissions receivable
Inv:estment securities
Bank loan payable

Note payable to officer
Accounts payable
Commission payable

Net cash used by operations
1

| f
S FROM INVESTING ACTIVITIES

|

S FROM FINANCING ACTIVITIES
Contributions ‘

}
Net increase in cash

Cash at beginning of period

Cas!h at end of period
i

| STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2006

$( 83,527)
173
(_83,354)

( 6,236) .

( 15,539)
48170
( 8,529)
( 630)
1,817

389
19,442

( 63.912)
0

70,000

6,088

4,236

$_10,324

I See Accompanying Notes to the Financial Statements
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ASHRAF CAPITAL CORP.
| NOTES TO FINANCIAL STATEMENTS
' DECEMBER 31, 2006

NOTE 1 - PRESENTATION : |
!
Ashraf Capital Corp., the Company, was incorporated under the laws of the State of
California on June 23, 1998. The Company was formed for the purpose of brokering and
dealing in general securities. The Company has been approved to operate as a broker
dealer in securities by the National Association of Securities Dealers (NASD).

NOTE 2 - NATURE OF BUSINESS :
The Company is registered under SEC Rule 15¢3-3(k)(2)(ii} which provides that all the
funds and securities belonging to the Company’s customers are handled by a
correspondent broker-dealer. The Company has a clearing agreement with Wedbush
Morgan Securltles

NOTE 3 - SUTVIM'ARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue R'ecognition .

The Company recognizes revenue on a settlement date basis from commissions generated
from the sale and purchase of a wide variety of financial instruments, including but not
limited to, stocks and options. The Company reports expenses on the accrual basis for
financial reportmg purposes.

NOTE 4 - NET CAPITAL REQUIREMENT

On April 7'I 2005, the NASD Los Angeles District Office approved a change in business
operatlons to increase the broker dealer minimum net capital requirement to $100,000, to
engage in tradmg for the firm’s Proprietary Account, and to increase the number of
broker employees to twenty persons pursuant to NASD Rule 1017.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Act
of 1934, the Company is required to maintain a minimum of net capital as defined under
such provi:sions. See page 10 for the computation of net capital.

!
At December 31, 2006, the Company had a net capital of $124,789 and a net capital
requlrement of $100 000. The Company’s percentage of aggregate indebtedness to net
capital was 56%. The Securities and Exchange Commission permits a ratio of no greater
than 15 to 1.



ASHRAF CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

-NOTE 5 - OFF BALANCE-SHEET RISK
i

As discuss{ad in Note 2, the customers’ securities transactions are introduced on a fully-
disclosed basis with its clearing broker-dealer. The clearing broker-dealer carries all of .
the accounts of the customers of the Company and is responsible for execution, collection !
and payment of funds, and receipt and delivery of securities relative to customers’

transactions. Off-balance-sheet risk exists with respect to these transactions due to the
possibility that a customer may charge any losses it incurs to the Company. The

Company s:eeks to minimize this risk through procedures designed to monitor the credit
worthiness of its customers and to ensure that customer transactions are executed

properly by the clearing broker-dealer.

NOTE 6 - USE OF ESTIMATES
-
The prepar'ation of financial statements in conformity with generally accepted accounting
principles fequires management to make estimates and assumption that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses durlng the reporting period. Actual results could differ from those estimates.

NOTE 7 - INCOME TAXES

The Company files its income tax returns on the accrual basis. Because of the loss there
1s no Federal income tax and a minimum $800 state tax.

NOTE 8 — EXEMPTION FROM THE SEC RULE 15C3-3
|

Ashraf Caﬁital Corp. an introducing broker-dealer that clears all transactions with and for
customers on a fully disclosed basis with an independent securities clearing company and
promptly transmits all customer funds and securities to the clearing company, which
carries all of the accounts of such customers and maintains and preserves such books and
records pertammg thereto pursuant to the requirements of the SEC Rule 17a-3 and 17a-4,
as are customarily made and kept by a clearing broker or dealer.

| :
Therefore, Ashraf Capital Corp. is exempt from provisions under the SEC Rule 15¢3-3,
Customer Protectlon Reserves and Custody of Security under Rule 15¢3-3 paragraph

X)) (11)|' ' ' ;

In addition} the Company is exempt from the Possession or Control Requirements under i
Rule 15¢3-3 paragraph (K) (2) (ii). ‘ !

: 7
i
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' ASHRAF CAPITAL CORP.

COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT

TO RULE 15¢3-1

! DECEMBER 31, 2006

. COMPUTATION OF NET CAPITAL

Total stOCkholdcr s equity from statement
of fmanmal condition

Less: Nop Allowable Assets ‘ $ 2,760
Haircuts on Securities 0,947
Undue concentration 6,397
NET CAPITAL

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net capital required
6-2/3 of total liabilities

Minimum 'dollar net capital required f
Net Capital required greater of above amounts
|
|
EXCESS CAPITAL

Excess net capital at 1000% (net capital)
less 10% of aggregate indebtedness
|
COMPUTATIONr OF AGGREGATE INDEBTEDNESS

Total hablhtles (from Statement of Financial
Condltlon)

Percentage‘ of aggregate indebtedness to net capital

Percentagei of debt to equity to total
Computed in accordance with Rule 15¢3-1(d)
!
Reconciliation of the unaudited with the audited
computation of net capital

None Required

P

See Accompanying Notes to Financial Statements

1
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| .

$ 143,893

{ 19,104}
3 124,789

$ 4668

. $.100,000

$ 100,000

$ 24,789

$117.786

$ 70,034

56%

N/A



George Brenner, CPA

A Professional Corporation
10680 W. PICO BOULEVARD.,, SUITE 260
LOS ANGELES, CALIFORNIA 90064
310-202-6445 FAX 310-202-6494

. INDEPENDENT AUDITOR’S REPORT ,
' ON THE SCHEDULE OF OPERATING EXPENSES

|
Board of Directors
Ashraf Capital Corp.
Pasadena, California

My audit was madle for the purpose of forming an opinion on the basic financial statements taken
as a whole. The attached schedule of operating expenses for the year ended December 31, 2006
is presented for purposes of additional information and is not a required part of the basic
financial statements Such information has been subjected to the auditing procedures applied in
the audit of the bas1c financial statements and, in my opinion, is fairly stated in all material
respects in relation to the basic financial statements as a whole

Los Angeles, California
February 26, 2007 |
|



! ASHRAF CAPITAL CORP.
i SCHEDULE OF OPERATING EXPENSES
'; FOR THEYEAR ENDED DECEMBER 31, 2006

|
OPERATING EXPENSES
t
Clearing costs $ 34,424
Commission expense 134,490
Qu#atation expense 10,345
Rent and parking ) 39,850
Telephone | 17,306
Office expense ' 1,257
Office supplies . - 2,242
Accounting service ' 11,900
Delivery and postage ' 1,327
Insu.?lrance , 1,070
Depreciation 173
Officer compensation 42,000
Employee benefits 12,311
Auto expense 7,432
Travel ‘ 17,153
Megls and entertainment 16,227
Bank charges 207
Regulatory fees ; 8,957
Interest expense ‘ 9,086
Professional fees ‘ 1,405
Legal and audit fees : 2,000
Total Expenses $371,162

. See accompanying notes to financial statements.
i 10




PARTII
ASHRAF CAPITAL CORP.
STATEMENT OF INTERNAL CONTROL |

DECEMBER 31, 2006



George Brenner, CPA

A Professional Corporation
10680 W. PICO BOULEVARD, SUITE 260
LOS ANGELES, CALIFORNIA 90064
! 310/202-6445 — Fax 310/202-6494

j REPORT OF INDEPENDENT AUDITOR
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of D‘ircctors
Ashraf Capital Corp.
Encino, California

In planning and performing my audit of the financial statements and supplemental schedules of
Ashraf Capital Corp. (the “Company”) for the year ended December 31, 2006, I considered its
internal control, including control activities for safeguarding securities, in order to determine my
auditing procedures for the purpose of expressing my opinion on the financial statements and not
to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Secunties and Exchange Commission (SEC), [ have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that I considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3 (a)(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions: relating to customer securities, I did not review the practices and procedures
followed by the Company in any of the following:
I
1. Makmg quarterly securities cxammatlons counts, verifications, and
compansons

|
2. Recordation of differences required by Rule 17a-13
I . H
3. Complymg with the requirements for prompt payment for securities under Section 8 of !
Federal Reserve Regulation T of the Board Governors of the Federal Reserve System i
The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide
i
|

11
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Board of Directoris
Ashraf Capital Corp.
Encino, California

. management with reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded properly
to permit the preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists addltlonal objectives of the practlces and procedures
listed in the preceding paragraph.

Because of inherex:lt limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

l
My consideration of internal control would not necessarlly disclose all matters in internal control
that might be matenal weaknesses under standards established by the American Institute of
Certified Public Accountants A material weakness is a condition in which the design or
operation of the spemﬁc internal control components does not reduce to a relatively low tevel the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited mayl occur and not be detected within a timely period by employees in the normal
course of performmg their assigned functions. However, I noted no matters involving internal
control, including control activities for safeguarding securities, that I consider to be material
weaknesses as deﬁned above.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures thqt do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on my study, I believe that the
Company's practic'g:s and procedures were adequate at December 31, 2006 to meet the SEC's

objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, Inc., and other regulatory agencies that
rely on Rule l7a—5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone/other than these
specified parties. ’

Los Angeles, Callfomla

February 26, 2007 !
12




